TESTIMONY OF DAN NATION

TO U.S. HOUSE OF REPRESENTATIVES COMMITTEE ON SMALL BUSINESS,
SUBCOMMITTEE ON RURAL DEVELOPMENT, ENTREPENEURSHIP AND
TRADE
TEXTILES ENFORCEMENT AND SMALL BUSINESS

THURSDAY, JUNE 18, 2009 — 10:00 A.M.
ROOM 2360 RAYBURN HOUSE OFFICE BUILDING

CHAIRMAN SHULER, RANKING MEMBER LUETKEMEYER AND MEMBERS OF THE
SUBCOMMITTEE, MY NAME IS DAN NATION AND I AM DIVISION PRESIDENT WITH PARKDALE
MILLS. I ALSO APPEAR BEFORE YOU TODAY ON BEHALF OF THE NATIONAL COUNCIL OF
TEXTILE ORGANIZATIONS A TRADE ASSOCIATION REPRESENTING THE DOMESTIC TEXTILE

INDUSTRY.

PARKDALE MILLS IS A PRIVATELY HELD YARN SPINNING COMPANY BASED OUT OF
GASTONIA, NC. OUR COMPANY BEGAN OPERATIONS IN 1916. AT THE PEAK OF OUR
GROWTH, PARKDALE OPERATED 38 FACILITIES IN FOUR STATES EMPLOYING OVER 4000
PEOPLE. IN THE LAST 12 YEARS, WE HAVE BEEN FORCED TO CLOSE 19 OF THESE FACILITIES;
RESULTING IN OVER 2,200 JOBS LOST NOT INCLUDING ALL OF THE ADJACENT JOBS

SUPPORTED BY THESE MANUFACTURING JOBS. ALL OF THESE FACILITIES WERE LOCATED



IN SMALL TOWNS THROUGHOUT THE SOUTHEASTERN U.S. THESE TOWNS HAVE LOST THE

MAIJORITY OF THEIR MANUFACTURING TAX BASE, CREATING FURTHER FINANCIAL STRESS.

CONSERVATIVELY, WE ESTIMATE THAT 1200 OF THE 2,200 PARKDALE HAD TO ELIMINATE
COULD HAVE BEEN SAVED WITH 100% EFFECTIVE CUSTOMS ENFORCEMENT OVER THE LAST
SIX YEARS. EVIDENCE OF CUSTOMS FRAUD IN YARN SHIPMENTS TO NAFTA AND CAFTA
COUNTRIES HAS GROWN EXPONENTIALLY. AS SHIPMENTS TO CENTRAL AMERICA GREW
AFTER CARIBBEAN BASIN INITIATIVE (CBI) AND CAFTA, DISTRIBUTORS AND CERTAIN
CUSTOMERS WE WERE SELLING TO IN THE REGION BEGAN ASKING FOR MULTIPLE ORIGINAL
AFFIDAVITS ON THE SAME SHIPMENT OF YARN. YARN SPINNERS ARE REQUIRED TO
PROVIDE AN AFFIDAVIT CERTIFYING THAT THE YARN IS PRODUCED IN THE U.S., GIVING THE
GARMENT IT IS MADE INTO DUTY-FREE ACCESS BACK TO THE U.S. ALSO, WE BEGAN TO SEE
FORGED AFFIDAVITS FROM PARKDALE ORIGINALS AND FROM COMPANIES THAT WERE OUT
OF BUSINESS OR THAT DO NOT EXIST. DUTY AVOIDANCE MAKES THESE COMPANIES MORE
COMPETITIVE WITH PRICING, WHICH TAKES U.S. JOBS AWAY FROM VERY COMPETITIVE U .S,

COMPANIES.

ONE OF THE MOST BLATANT CASES INVOLVES A SHELL COMPANY NAMED YARNS AMERICA
(HTTP.//YARNSAMERICA.COM). ON THEIR WEBSITE (COPY ATTACHED), THEY CLAIM TO
HAVE 526,400 SPINNING SPINDLES IN NC, SC, AND AL, PRODUCING 5,000,000 POUNDS PER
WEEK OF YARN. SPINDLE IS THE INDUSTRY TERMINOLOGY USED TO QUANTIFY THE YARN
PRODUCING CAPACITY OF A MACHINE, PLANT, OR COMPANY. IF THIS INFORMATION WERE

ACCURATE, YARNS AMERICA WOULD PRODUCE TWICE AS MUCH RING SPUN PRODUCT AS



PARKDALE. WE KNOW DETAILS OF EVERY YARN SPINNING COMPANY OPERATING IN THIS
HEMISPHERE. THIS COMPANY DOES NOT EXIST. OUR SALESMEN THAT COVER THE CAFTA
MARKET CONTINUALLY SEE AFFIDAVITS FOR YARN FROM THIS COMPANY CERTIFYING U.S.
ORIGIN. THEY HAVE ALSO SEEN YARN IN CUSTOMER FACILITIES LABELED “YARNS
AMERICA” THAT WAS OBVIOUSLY FOREIGN—MADE DUE TO THE PACKAGING AND IN
FOREIGN CONTAINERS THAT COULD NOT HAVE BEEN SHIPPED FROM THE U.S. WE NOTIFIED
JANET LABUDA AT U.S. CUSTOMS TWO YEARS AGO OF THIS ISSUE. WE KNOW THAT SHE HAS
DONE SOME INVESTIGATION, BUT, TO-DATE, THERE HAS BEEN NO RESOLUTION AND YARNS

AMERICA CONTINUES ITS ILLEGAL OPERATIONS.

DATA PUBLISHED BY THE U.S. GOVERNMENT (ATTACHED) ALSO SUPPORTS THAT NON-
QUALIFYING YARNS ARE ILLEGALLY SUBMITTED AS U.S.-PRODUCED PRODUCT. IN 2008, THE
DIFFERENCE BETWEEN DOMESTIC EXPORTS AND U.S. PRODUCTION TOTALS 42,768,751
KILOGRAMS (OR 196,023 BALES OF COTTON). THE DEFICIT BETWEEN EXPORTS AND THE
TOTAL OF PRODUCTION AND IMPORTS WRONGLY INDICATES THAT NO COMBED COTTON
YARN IS CONSUMED DOMESTICALLY. THE DIFFERENCE IS EQUIVALENT TO THE
PRODUCTION OF NINE AVERAGE-SIZED U.S. MILLS. NOT COINCIDENTALLY, AT LEAST SEVEN
U.S. COMBED COTTON YARN MILLS HAVE CLOSED SINCE THE BEGINNING OF 2008. BARRING
A CHANGE IN THIS SITUATION, MORE CLOSINGS ARE IMMINENT. THIS IS CERTAINLY PROOF

POSITIVE THAT THE LEVEL OF FRAUD IS IMMENSE.

THERE ARE NUMEROUS SMALLER ASIAN-OWNED APPAREL COMPANIES IN THE CAFTA

REGION THAT WILL PURCHASE MULTIPLE CONTAINERS OF ASIAN YARN TO EVERY SINGLE



CONTAINER OF U.S. YARN. UTILIZING THE AFFIDAVIT ON THE U.S. YARN, WITH NO
CONTINUOUS SYSTEM OF CHECKS AND BALANCES FROM U.S. CUSTOMS, THEY CAN REPORT
ALL OF THESE GARMENTS MANUFACTURED FROM U.S. YARN, WHEN THE ACTUAL U.S. YARN
CONSUMED IS A FRACTION OF THE TOTAL. WE CAN VERIFY THAT 2.5 TO 3 MILLION POUNDS
OF ASIAN YARN PER MONTH IS IMPORTED INTO CAFTA, WHICH DOES NOT VIOLATE ANY
TRADE LAWS. HOWEVER, WE CANNOT VERIFY THAT DUTY IS PAID ON ALL OF THE
GARMENTS PRODUCED FROM THIS YARN. WE CAN LOOK AT ONE PRODUCT IN PARTICULAR,
40/1 COMBED COTTON, AND SEE THAT MANY MORE POUNDS OF GARMENTS ENTER THE U.S.
DUTY-FREE MADE FROM THAT PRODUCT THAN IS EXPORTED FROM THE U.S. AND

PRODUCED IN THE CAFTA REGION.

THERE ARE A LARGE NUMBER OF CENTRAL AMERICAN AND MEXICAN COMPANIES THAT DO
FOLLOW CAFTA AND NAFTA RULES OF ORIGIN. THESE COMPANIES AND PROFESSIONAL
ORGANIZATIONS THAT REPRESENT THEM (SUCH AS VESTEX IN GUATEMALA) ARE A
RESOURCE FOR U.S. CUSTOMS TO IDENTIFY VIOLATIONS OF THE FTA'S. WE WOULD LIKE TO
SEE THE ASIAN YARN THAT IS IMPORTED INTO CAFTA TRACKED THROUGH THE SUPPLY
CHAIN TO SEE IF DUTIES ARE IN FACT PAID ON THESE GARMENTS.

THE SOLUTION CAN ONLY BE BETTER ENFORCEMENT OF FTA RULES OF ORIGIN. TO
ELIMINATE FRAUDULENT AFFIDAVITS OF ORIGIN, FORGERY, AND SHELL COMPANIES, WE
MUST HAVE AN ELECTRONIC SYSTEM WITH THE ABILITY TO FOLLOW PRODUCT THROUGH
THE ENTIRE SUPPLY CHAIN. EACH ELECTRONIC AFFIDAVIT NEEDS A UNIQUE NUMBER SO

THAT IT CANNOT BE REUSED OR COPIED. ADDITIONALLY, THERE HAS TO BE A QUALIFYING



REGISTRY OF COMPANIES ELIGIBLE FOR DUTY-FREE BENEFITS ISSUED UNIQUE CODES TO

KEEP OUT SHELL COMPANIES SUCH AS YARNS AMERICA.

OTHER MEASURES THAT WILL HELP MAKE CUSTOMS ENFORCEMENT MORE EFFECTIVE

INCLUDE:

. ELIMINATE BLANKET AFFIDAVITS

. INCREASE THE NUMBER OF CUSTOMS AGENTS

o BAN VIOLATORS FROM THE PRIVILEGE OF IMPORTING INTO THE U.S. FOREVER
. SEVERE PENALTIES FOR FALSE INFORMATION IN A FTA CLAIM

° SEIZURE OF UNDERVALUED GOODS

. PERMANENT CUSTOMS STAFF IN THE CAFTA REGION

THIS ISSUE CONTINUES TO PUT THE U.S.,, CAFTA, AND NAFTA COMPANIES AND EMPLOYEES
IN PERIL. WE HAVE EXCELLENT LAWS AND REGULATIONS IN PLACE; HOWEVER,
INADEQUATE ENFORCEMENT ALLOWS FRAUD AND CORRUPTION. THE PURPOSE OF NAFTA
AND CAFTA IS TO CREATE AND SUSTAIN JOBS IN BOTH REGIONS. THE YARN-SPINNING
ASSETS IN THE U.S. ARE THE MOST COMPETITIVE AND MODERN IN THE WORILD, AND
REPRESENT HUGE INVESTMENTS. JLLEGAL ACTIVITIES, INCLUDING CHEATING AND FRAUD,

ARE PUTTING LEGITIMATE HARD-WORKING PEOPLE IN THE UNEMPLOYMENT LINE.



CHAIRMAN SHULER AND MEMBERS OF THE SUBCOMMITTEE, I THANK YOU FOR THE
OPPORTUNITY TO PRESENT TESTIMONY TO THIS COMMITTEE AND I WOULD BE PLEASED TO

ANSWER YOUR QUESTIONS.

THANK YOU,

DAN NATION

PRESIDENT

PARKDALE MILLS, INC.
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Yarns America : Home Pagelof 1

Yarns America ts proud to be the leading manufactorer of premium
quality yams. ‘We welcome you to browse through our website to learm
mare about cur company and progucts.

':Our customers are importantto us. All of our products are
manufactured with care and exceed even the highest of standards.

We hope you enjoy your stay!

e PaP T AT P VA4S,

Copytight 2006-2007. Yatns dmerica, All rights reserved,

http://yarnsamerica.com/ 6/8/2009
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Page ot 1

Ring spun Combed Yarns ~
100% cotton and poly~-cotton biends in counts 14/1-50/1

Ring spun carded vams -
100%.cotton and poly-cotton blends in counts:14/1-30/1.

Open end carded yarns ~
100%-cotton-in counts:14/1-26/1

Organic Cotton -

A natural product produced without using chemicats,
This yam can be customized to your awn specifications
in efther open and or ring spun vams..

Amsler Slub Yarns -

This Process creates a unique fabric that can be
used In many applications,

“This can be customized to your own specifications in
either open end or ring spun yams.

Pitna Cotton ~

100% Pima cotton in Open End and Ring Spun in various counts,
Also avatlable in poly-cotton blends. This yar can be made to
‘your own specifications.

At Yams America, we are constantly developing new products, Should the
product that you are interested in not be listed above, please inquire
about availability.

http://yarnsamerica.com/Products.asp

Copyright 2006-2007. Yartss Amerlca, All tights reserved,

6/8/2009
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Yarns Amenca : Lompany

Yarns America Inc. is a manufacturer of a multitude of cotton antl

cotton: blended yamns. With fts corporate headquarters located in New
York, Yams America has direct access to the heart of the American
Garment Industry, where Innovative products and ideas are constantly
being Introduced, Qur yarns.are used in the production of feading apparel

manufacturers nationwlde.

With plants strategically located in North Carolina, South Caroling, and
Alabama, Yarns America offers direct shipping to Canada, Central
America, the Carribean, and throughout the United States.

- At Yams America we employ:the latest "state of the art” technology,
combining our innovative equipment with a commitraent to excellence.
Our customers are ensured only the finast quality yarn, Thorough testing
and constant monitoring guarantees that all of our products exceed even
the highest sténdards.

Al of us at Yarns America care-deeply about the environment. That's why
we use cutting edge equipment and methods, specially designed to
minimize waste. We promote a deanet; more environmentally conscous
industry, setting an example for other companies..

CAPACITY

yarmns America has a spinning capadity of 526,400 spindies. Over 5 million
{bs. of yam-are produced each week at our manufacturing fadlities.

QUALITY GUARANTEE

We are committed to creating only the finest quallty yarns, We.are
constantly testing and reevaiuating qur products to ensure that our yams
exceed all industry standards. We are aiways happy to provide samples to
our customers for approval,

Copyright 2006-2007. Yarns America. All rights reserved.

http://yarrsamerica.com/company.asp 6/8/2009
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products
COMpany

vontact

For any further information or comments about our products, please
contact one of our highiy trained customer service representatives at;

Yarns America Inc,

P.0. Box 465

Lawrence, NY 11555
Tel: (718) 222-5574
Fax: {718) 222~5576
info@varnsamerica.com

AL Yams America, we are.comimited to to creating only the finest

quality yarns. We are constantly testing and reevaluating cur products
o ensure that our yamns exceed all industry standards. We guarantes

that you will always be satisfied with cur-products,

‘We are always happy to provide samples to-our costumers for

approval..

For-inguiries about any specific preducts orto request a sample,
please contact us directly.

To place anorder please contact & highly trained sales representative
at:
sales@varnsamerica.corm

Copyright 2006-2007. Yarns America. All rights reserved.

http://yarnsamerica.com/contact.asp 6/8/2009



